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Context 

 
1. On 5 April, DEV Committee considered and deferred decisions on a proposed 

alternative system to price agricultural emissions [DEV-23-MIN-0052 refers]. 
 
2. Together with the Prime Minister, you met with the Food and Fibre Leaders at 

Fieldays 2023. At this meeting the Prime Minister outlined a pathway forward for 
agricultural emissions pricing (option 1). 

 
3. Subsequently, the Minister of Climate Change suggested an alternative way forward 

(option 2). 
 
4. Decisions on which option to progress are required by Cabinet in early August 2023. 

This is to provide sufficient time to return to Cabinet pre-election for final policy 
decisions on the levy system if option one is progressed.  

 
Pathway for agriculture emissions pricing policy and legislative decisions 
 
5. The appended Cabinet paper provides two pathways to progress emissions pricing. 
 
Option 1: Progressing policy decisions on agricultural emissions pricing before elections  
 
6. This option seeks Cabinet decisions pre-election on an agricultural emissions farm-

level levy (farm-level levy), including:  

a) establishing a standardised farm-level emissions calculation methodology by 
April 2024; 

b) in Quarter Four (Q4) of 2024, farmers and growers will face mandatory reporting 
of their emissions; and 

c) pricing farm-level emissions in Q4 2025. 
 

7. The proposed farm-level levy builds on the section 215 report. The split-gas levy 
would be set at low levels initially and the revenue would be recycled back into the 
system for emissions reducing activities and operational costs. When setting levy 
prices, the primary consideration would be achieving emissions reductions in line with 
legislated targets and emissions budgets, taking into account additional factors.  

 
8. Incentive payments would recognise the adoption of mitigation technologies, and an 

interim sequestration system would provide payments for some on-farm sequestration. 
 
9. Primary legislation and supporting regulations are needed for the implementation of 

the pricing system before Q4 2024, including legislation outlining functions for 
Ministers. 

 
10. If Cabinet prefers this option, we will prepare a detailed Cabinet paper on the  

farm-level levy to be considered by DEV on 23 August and Cabinet on 28 August. This 
is for approval to issue drafting instructions (see Next steps sections).  
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11. Timeframes for this option remain challenging. This option requires a truncated 
legislative and regulatory process which increases risks of drafting delays (which 
could occur due to having to clarify and develop policy detail), Treaty risks (if 
consultation is rushed), and implementation and delivery risks. Additional risks and 
implications of this option are outlined in the appended Cabinet paper. 

 
Option 2: Deferring decisions on agricultural emissions pricing until after the election and 

starting with voluntary reporting now. 

12. This option is a staged-decision making approach, where a standardised farm-level 
emissions calculation methodology is to be finalised by April 2024 and voluntary 
reporting enabled from Q4 2024. Subsequent decisions on mandatory reporting and 
pricing would be sought next year. 

 
13. Implementation details (for example, implementation agencies and legislative 

approach) will be set out in the post-election Cabinet paper. Risks and implications of 
this option are outlined in the appended Cabinet paper. 

 
Sequestration 
 
14. Recognition of on-farm sequestration is a key component of pricing agricultural 

emissions work programme. 
 
15. Regardless of which option Cabinet decides, work is progressing to enable the 

recognition of non-forest carbon removals, which includes on-farm sequestration: 

a) The Carbon Removals Strategy, agreed by Cabinet on 3 July, [CAB-23-MIN-
0287 refers] and New Zealand Emissions Trading Scheme (NZ ETS) review will 
provide the further detail on the timing and approach to this; and 

b) Cabinet also agreed in-principle to include emissions and removals from non-
forest land use types in New Zealand’s NDC accounting subject to further work 
to understanding the implications of including these sources [CAB-23-SUB-0283 
refers].  

 
An Order in Council is needed in 2023 to defer farmers entering the NZ ETS from 
January 2024 
 
16. The Cabinet paper also seeks approval to release a discussion document and consult, 

from mid-August for up to a three week period, on deferring reporting obligations 
under the NZ ETS for animals-farmers. These will begin on 1 January 2024, unless 
this date is deferred by Order in Council (OiC) (or the relevant Climate Change 
Response Act (CCRA) sections are repealed).  

 
17.  Consultation is a requirement of making an OiC under section 2B of the CCRA. 

Making the proposed OiC without the required consultation would be unlawful.  
 
18. We propose delegating to the Prime Minister, Minister of Agriculture and  

Minister of Climate Change the authority to make final policy decisions on progressing 
this OiC following consultation and authorise the Minister of Climate Change to issue 
instructions for drafting the OiC in order to minimise timing risks. 
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19. Ministers could decide to expedite the OiC process so the OiC is made pre-election. 
However, this approach has significant timing risks and would require Cabinet 
agreement to prioritise this before the election. 

 
Inter-agency consultation 

 
20. The Treasury, Inland Revenue and the Department of the Prime Minister and Cabinet 

were consulted on this paper. Their feedback is outlined below.  
 
Treasury  
 
21. The Treasury have provided the following feedback on the Cabinet paper:  

a) are concerned with the levy system’s ability to: 

i. meet targets, and  

ii. be fiscally sustainable while doing do; and  

iii. with low prices to limit impacts.  

The section 215 report notes that when setting levy prices, the primary 
consideration would be achieving emissions reductions in line with legislated 
targets and emissions budgets, taking into account additional factors; and  

b) further information is needed on the potential scale of deferring pricing decisions 
on emissions budgets and targets and the fiscal implications. More information 
on design changes to the pricing system (for example, levy prices, sequestration 
and incentive rates) is needed to better understand the implications of deferring 
decisions on a pricing system.  

 
Regulatory Impact Statement and The Climate Implications of Policy Assessment (CIPA)  
 
22. A regulatory impact analysis panel have assessed the proposal to progress 

agricultural emissions pricing and noted the paper does not meet Cabinet’s 
requirement for a regulatory proposal as the paper seeks in-principles or interim policy 
decisions and has no regulatory impact analysis. This means this paper will be 
recorded as non-compliant and a ‘supplementary analysis’ will be required at the next 
point Cabinet decisions are made.  

 
23. The panel also reviewed the Order in Council discussion document (Appendix Two of 

the Cabinet paper) and determined that it does not contain sufficient impact analysis 
to support Cabinet's decision to release it. This does not prevent Cabinet from 
deciding to release the discussion document. Our focus has been preparing a simple 
discussion document that sets out the issue relating to animals-farmer reporting 
obligations, and the proposal to defer these, as simply as possible. 

 
24. The CIPA team has been consulted and confirms that the CIPA requirements do not 

apply to this proposal as the threshold for significance is not met.  
 
Inland Revenue 
 
25. Inland revenue had no specific feedback.  
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Next steps  
 
26. We propose the attached Cabinet paper, seeking agreement on a preferred option to 

progress agricultural greenhouse gas emissions pricing, be submitted directly to 
Cabinet for consideration on 7 August. Note that submitting papers direct to Cabinet 
requires the prior approval of the Prime Minister.  

 
27. The following steps are needed to meet the 7 August Cabinet meeting:  

a) Ministers review - 20 July; 

b) Ministerial consultation- 28 July; 

c) lodge paper for Cabinet - 3 August; and 

d) Cabinet approval - 7 August. 

 
28. If Cabinet agrees to option 1 (progress policy decisions for an agricultural greenhouse 

gas emissions levy including mandatory reporting and pricing pre-election), we will 
provide a second detailed Cabinet paper: 

a) second Cabinet paper to Ministers for review – 14 August; 

b) Ministerial clearance and consultation – 15 August; 

c) lodge papers for DEV - 17 August; 

d) DEV consideration – 23 August; and 

e) Cabinet approval - 28 August. 
 
29. If Cabinet agrees to option 2, no further Cabinet decisions would be needed prior to 

the election as work to support standardised reporting is already underway. 
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Appendix One: Cabinet paper ‘Decisions to progress agricultural emissions pricing’  
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In-confidence 
 
Office of the Minister of Agriculture  
Office of the Minister of Climate Change 
 
Chair. Cabinet Decisions to progress agricultural greenhouse gas emissions pricing  
 
Proposal 
 
1. This paper seeks Cabinet’s agreement on:  

1.1. a preferred option to progress an agricultural emissions pricing system; 
and  

1.2. to publicly consult on progressing an Order in Council to defer New 
Zealand Emissions Trading Scheme (NZ ETS) obligations for farmers 
from 1 January 2024.  

 

Relation to government priorities 
 
2. On 2 December 2020 the Government declared a climate emergency that, 

“demands a sufficiently ambitious, urgent, and coordinated response across 
government to meet the scale and complexity of the challenge” [CBC-20-MIN-
0097 refers].  
 

3. Reductions in agricultural emissions are required to slow the rate at which New 
Zealand contributes to climate change. The amount that agricultural emissions 
need to reduce by is expressed via: 

3.1. the all-sectors, all-gases emissions reduction target in New Zealand’s 
Nationally Determined Contribution (NDC) set under the Paris Agreement; 

3.2. the domestic emission reduction targets laid out in the Climate Change 
Response Act 2002 (CCRA);  

3.3. the agricultural sub-budgets set under the domestic emissions budgets 
recently agreed by Cabinet [CAB-22-MIN-0152 refers]; and 

3.4. the all-sectors, all-gases emissions reduction target in New Zealand’s 
Nationally Determined Contribution (NDC) set under the Paris Agreement. 

 
4. Since 2008, emissions pricing has been the primary policy for reducing 

emissions in every sector of the economy, except agriculture. Pricing 
agricultural emissions is a key action in the Government’s emissions reduction 
plan released in May 2022.  

 
5. Achieving the purpose of the CCRA (as amended by the “Zero Carbon Act”) is 

a key area of cooperation between the Labour and Green Parties. 
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Appendix One: Comparison of options 

 Option One – Progressing pricing agricultural 
emissions pre-election 

Option Two – progress standardised voluntary reporting, 
defer pricing decisions  

Implementation risks  High implementation risk - A truncated legislative and 
regulatory process is necessary to enable mandatory 
reporting by Q4 2024. This truncated process increases 
the risk of issues which could impact implementation. Any 
delays could have significant impacts on implementation 
and delivery of a levy system.  
 

Low implementation risk - More time provides opportunity to learn 

from standardised voluntary reporting system before making 

decisions on mandatory reporting/pricing. This timing will be 

influenced by how significantly the new pricing system differs to 

the one set out in the Section 215 report. Transitioning the 

voluntary system into a pricing system could potentially 

significantly increase implementation cost if IR is not involved. 

 

Deferring decisions until after election would mean mandatory 
reporting could not be implemented in 2024, and it is highly 
unlikely that pricing could be in place by Q4 2025. 

Progress towards climate 
change targets 

Agricultural emissions will be incentivised to reduce 
sooner. 
 

This option could also incentivise and reward "early 
adopters" sooner to take up mitigation technologies, the 
earlier those technologies will benefit from real-world 
experience and can be refined and scaled to market. 

For this option, there is a longer period where no policy 
mechanism is in place to incentivise emissions reductions from 
the agricultural sector.  
 

Any significant delays to incentivising reductions in agricultural 
emissions could require New Zealand to reduce emissions 
elsewhere in the economy, generate more removals (e.g. from 
forestry), or purchase more overseas emissions to reach our 
NDC1. The cost of this will depend on how the shortfall in 
reductions is met and its relative economic costs, compared to the 
cost of agricultural emissions reductions.  

Impacts on farmers and 
growers  

Pricing agricultural emissions, even at very low prices, is 
likely to reduce revenue and output from the drystock and 
dairy sectors. To mitigate this, the proposed levy system is 
designed to set low levy prices for a set period initially. 

Impacts on farmers and growers will depend on the final design of 

the pricing system. However, we expect that there will be low 

impact in a voluntary scheme. 

Treaty risks A truncated policy process could affect the Crown’s ability 
to engage with Māori to understand the impacts of the 
policy  

It is important that Government engages meaningfully with Māori 
on any policy decisions that may impact Māori, and this takes 
time. Progressing policy under tight timeframes or taking a new 
approach to pricing agricultural emissions without adequate 
engagement, carries Treaty risks. 

CLASSIFICATION
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Appendix Two: Order in Council Consultation Document 
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Appendix Three: Timeframe to progress Order in Council pre-election with 
consultation 

August 2023 Cabinet approval to consult and delegate authority to the Prime 

Minister, Minister of Agriculture, and Minister of Climate Change to 

approve policy. Authorise the Minister of Climate Change to issue 

drafting instructions.  

Consultation (two to three weeks) 

Assumptions to meet this timeframe: Cabinet compressed 

consultation period, no or minimal changes to consultation document. 

September 2023  Submissions analysis and policy development.  

Prime Minister, Minister of Agriculture and Minister of Climate Change 

decision in accordance with Cabinet’s delegated authority. Issue 

drafting instructions. 

Assumptions: one week for submissions analysis. 

October -

November 2023  

Election 14 October  

Draft OiC for Minister of Climate Change. 

Early December 

2023  

Cabinet approval to submit the OiC for approval.  

OiC is approved and gazetted. 28-day period would need to be waived 

so the OiC can enter into force prior to 1 January.   

Assumptions: in-coming Government prioritises OiC to be reviewed 

and approved at Cabinet in Early December.  

1 January 2024  Reporting obligations for animals-farmer commence unless deferred.  

1 January 2025  Surrender obligations commence (at farm level for animals' activities 

unless deferred).  

 

CLASSIFICATION
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 Deferral of NZ ETS reporting 

obligations for 

animals-farmer activities 

Discussion document 

 

Appendix refused under section 18(d) of the Act as the final version is already publicly available




